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1. Introduction

a. Project Scope, Objectives, and Process

In late March 2011, the U.S. Department of Commerce announced an initiative to deploy
interagency Economic Development Assessment Teams (Teams) to six Northeast fishing
ports. The Teams included participation by representatives from the U.S. Department of
Commerce’s Economic Development Administration (EDA), the Department of Housing
and Urban Development (HUD), the Small Business Administration (SBA), the U.S.
Department of Agriculture (USDA), the U.S. Environmental Protection Agency (EPA), the
U.S. Department of Labor (DOL), and invited experts.

During the site visits, the Teams met with key stakeholders from different sectors of the
local community, including economic development leaders, political leaders, local
government officials, business owners, workforce intermediaries, educational leaders, and
financial sector representatives. The Teams solicited input from these stakeholders
through structured small focus groups and listening sessions to facilitate an in-depth
exchange of information.

The Teams then used the results of the qualitative assessments to help stakeholders
identify key resources the community could utilize to create a bottom-up strategy for
fostering economic development.

Scope:

The deployment of the Economic Development Assessment Teams was a collaborative
Federal initiative intended to achieve the following goals:

e Share Best Practices—Facilitate discussion and sharing of economic development
best practices related to supporting the economy of fishing communities;

o Identify Potential Opportunities to Foster Economic Resiliency — Identify potential
strategies for diversification that are culturally and economically compatible with
the communities examined;

o Facilitate Greater Understanding of Existing Federal Resources — Familiarize
participants with applicable federal programs available to support economic
recovery efforts; and

e Provide Collaborative Technical Assistance — Work collaboratively with impacted
communities to leverage technical assistance resources to support local planning
initiatives.

While the initiative has many goals, it was not designed to independently meet all of the
needs of the communities examined. Specifically, this initiative was:
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e Not a Silver Bullet — Economic development and recovery challenges are complex
and long lasting; they often require long-term, multi-disciplinary, public-private
strategies;

¢ Not a Predecessor to Special Funding — Congress did not appropriate any direct
financial assistance to the Northeast for the EDATs, and there is no funding
available beyond existing Federal program funding; and

e Not a Complete Economic Analysis — The Teams did not conduct an empirical
economic analysis of fishery industries or the economic consequences of recent
changes in fishing regulations; thus this effort is not linked to a request for a
commercial fisheries disaster declaration.

Objectives:

Through this initiative, Teams collected community information through structured
working group meetings. During the assessment and evaluation process, the Teams:

e Met with local community and business leaders. These meetings included
qualitative conversations with stakeholders that provided key insight into the local
economy;

e Assessed current and emerging economic issues. The meetings provided a forum
for stakeholders to identify primary economic issues for further examination and
weighed by the community as they determine which bottom-up strategies that
they will develop and implement;

e Identified existing resources to leverage. The Teams assessed the communities’
local economic development capacity and identified possible public and private
resources that the community may find useful to develop and implement their
own bottom-up strategies; and

e Provided economic development strategies. The Teams developed customized
reports for each community that outline short- and long-term strategies for
promoting economic diversification and resiliency that the community may find
useful for developing their own bottom-up strategy.

Site Visit:

The criteria for site selection included groundfish landing revenues and the percentage of
groundfish landed at a port relative to state totals. The EDA, with the assistance of the
National Oceanic and Atmospheric Administration’s (NOAA) National Marine Fisheries
Service (NOAA Fisheries or NMFS), evaluated the Northeast groundfish fishery catch data.

As part of an effort to help identify bottom-up strategies that can help support economic
development, the Teams worked with local government, community, and business
leaders; regional planning organizations; and economic development entities to identify
the opportunities and challenges facing the community. Through structured focus groups
and listening sessions with the communities, stakeholders identified several proactive
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steps that the community could take to help mitigate their challenges and capitalize on
their opportunities.

The final day of each site visit included an informal presentation from the Teams outlining
preliminary observations and potential recommendations. During the presentation,
attendees were encouraged to ask questions and comment on the Team’s preliminary
findings.

Report:

The team used the results of the site visits to identify possible short- and medium-term
strategies that communities could consider to help foster economic recovery and
resiliency based on stakeholder-identified economic development needs. The Teams did
not conduct economic analyses or investigate the causes of any reported economic
downturn or economic distress in the communities visited. The Teams also did not verify
the information provided to them by the stakeholders or the sources of data compiled
outside of the federal government. Rather, the project focused on providing technical
assistance from economic development and recovery experts to help communities
identify economic strategies to reach their long-term development goals.

2. Background

a. Overview of the fishing industry-related events & impacts

Federal Fisheries Management in New England—The Northeast Groundfish Fishery:

Overview

New England’s fisheries have been economically and culturally important for over 400
years. Broadly described, the Northeast groundfish fishery includes the landing,
processing, and distribution of commercially important fish that live on the sea bottom. In
the early years, the Northeast groundfish fishery consisted primarily of cod and haddock
fishing. The Northeast Multispecies Fishery Management Plan (FMP) includes a total of 13
species of groundfish (Atlantic cod, haddock, pollock, yellowtail flounder, witch flounder,
winter flounder, windowpane flounder, American plaice, Atlantic halibut, redfish, ocean
pout, white hake, and Atlantic wolf fish) harvested from three geographic areas (Gulf of
Maine, Georges Bank, and Mid-Atlantic Bight/southern New England) representing twenty
distinct stocks. Generally speaking, a “stock” is a particular population of a fish species
that is more or less isolated from other populations of the same species and hence self-
sustaining.

A groundfish fishing year runs from May 1 to April 30. In 2010, the groundfish fishery
included 1,475 permits and 557 active fishing vessels. Those vessels include a range of
gear types including hook, bottom longline, gillnet, and trawlers. Over 100 communities
are homeports to one or more Northeast groundfishing vessels. These ports are
distributed throughout the coastal northeast and vessels from these ports pursue stocks
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in the three geographic regions mentioned above In 2009, the estimated dockside value
of these groundfish landings was slightly less than $60 million.

Many groundfish captains and crew are second- or third-generation fishermen who hope
to pass the tradition on to their children. In addition to the direct employment of captains
and crew, the industry is known to support ancillary businesses such as gear, tackle, and
bait suppliers; fish processing and transportation; marine construction and repair; and
restaurants.

Recent History

In 2004, the New England Fishery Management Council (Council) developed Amendment
13 to the FMP, primarily to end overfishing on all groundfish stocks and to rebuild all
overfished groundfish stocks.. Changes made to the Days-at-Sea management regime
placed restrictions on fishermen in order to meet these goals. The final rule implementing
Amendment 13 allowed for self-selected groups of limited access groundfish permit
holders to form sectors. This was the first effort at establishing sectors in the fishery. At
this early stage, only a select few groups of industries elected to set up sectors.

In 2010, NMFS implemented Amendment 16 to the FMP. Amendment 16 included new
procedures to establish annual catch limits for groundfish stocks and expanded the use of
fishing sectors. Under the proposed measures, all limited access groundfish permit
holders could form groups or “sectors” that would get a share of the year’s allowable
catch, and each sector’s share would be based on the historic landings of their members.
Each sector would also be able to develop its own rules for allocating that catch among its
members. When fishing in sectors, fishermen are exempt from Days-at-Sea management
and some of the other effort control measures that tended to limit the flexibility of
fishermen. While Amendment 16 set up sector based management in New England, the
decision whether or not to join a sector was voluntary. Fishermen could continue to fish
under the Days-at-Sea management regime in what is now called the “common pool.”

On April 18, 2011 NOAA Fisheries announced new measures for the 2011 groundfishing
year beginning May 1, 2011. These measures provided through a rulemaking called
Framework 45, were based on recommendations by the Council. The changes gave
fishermen greater opportunity to fish in Northeast waters, assisted small vessel owners,
and continued important stock rebuilding. When the new fishing year began, catch limits
went up for 12 of the 20 stocks, and catch limits are expected to go up again in 2012. As
of 2011, 19 sectors are operational, including two new sectors.

Issues
Ending Overfishing and Rebuilding Stocks

e Overfishing has both ecological and economic impacts for the U.S. Overfishing
jeopardizes the health of fish stocks and ecosystems, the economic viability of the
fisheries, and the economic and cultural heritage of fishing-dependent
communities.
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e In late 2006, Congress revised and reauthorized the Magnuson-Stevens Fishery
Conservation and Management Act (MSA), the principal law governing marine
fisheries in the United States. Signed into law in 2007, the reauthorized MSA
mandated the use of science-based annual catch limits and accountability
measures to prevent and end overfishing, provided for widespread market-based
fishery management through Limited Access Privilege Programs, focused on
collaborative research with the fishing industry and bycatch reduction, and
addressed the need to improve science used to inform fisheries management.

o NOAA estimates that if all stocks were rebuilt and harvested at maximum
sustainable yield, this improvement would generate an additional $31 billion in
sales impacts, support an additional 500,000 jobs, and increase ex-vessel value by
$2.2 billion.

Allocation of Catch:

e Sectors are allocated catch allocations based on the history of their members
(typically, landings between 1996 — 2006). The decision of how much to allocate of
that overall amount back to individual vessels is determined by the sectors
themselves, but is generally based on the landing history of individuals within the
sector.

e There is also a concern shared by some members of the industry and the
communities about the quality of data used to make allocation decisions. The data
used to make these decisions had been collected for different purposes (for stock
assessments) and in some cases was not ideal for allocation decisions.

Limiting Stocks:

e The groundfish fishery is a mixed species fishery where fishermen catch many of
the different species together in their gear. The catch limits on unhealthy stocks
are stricter than those on healthy ones, and as a result, these stocks limit the
fishermen’s ability from catching the healthier stocks. Some industry stakeholders
have undertaken efforts to make the fishery more efficient to avoid limiting stocks.
An example of this is by-catch communication reports that assist fisherman to fish
in areas that have less likelihood of by-catch.

b. Fishing Industry Discussion

Although the following discussion of inter-industry transactions of the fishing industry are
not specific to the region, they give an indication of what industries may be affected if a
significant downturn in revenues associated with fishing occurred.

In general, the primary industries that purchase a fisherman’s catch are the Seafood
Product Processing and Packaging industry and the Eating and Drinking Places industry
(restaurants and bars) - either through Dealers or Seafood Wholesalers. Each of these
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industries consumes about 40 percent of the catch, based on nation-wide averages.!
Also provided below is employment, establishments, and cost data for the fishing industry
(Finfish Fishing, NAICS 114111%) and Seafood Product Processing industry (Seafood
Product Processing and Packaging, NAICS 3117) - the primary “downstream” industry.
Data on Restaurants and Bars is not provided.

In addition to the “downstream” industries described above, a decline in commercial
fishing, in any area, could adversely affect industries “upstream,” i.e., the ones that supply
the fishing industry with the inputs needed to continue operations. Figure 1 shows the
major “inputs to production” as a share of total direct costs to the fishing industry, for the
Nation as a whole.> These direct costs include trip costs (such as fuel and ice), associated
annual costs (like gear and vessel maintenance), insurance, and other annualized costs. In
addition to these trip and annual costs, fishermen have costs associated with employee
compensation, taxes, capital consumption allowances (depreciation of assets), and other
components such as profits, inventory costs and interest payments. These components of
cost are called “value added” and the sum of value added and the cost of inputs to
production is known as the industry’s output. Value added for the fishing industry, in
general, represents about 60 percent of its industry output.

! Source: Bureau of Economic Analysis’ Benchmark 1997 and 2002 Input-Output table. The remaining major
direct purchasers from the Fishing industry include other food (animal and vegetable) processing industries
(9.0%); Hotels, motels, schools, colleges and health care facilities, 2.7%; and Recreation industries, about
1.0%. The Fertilizer industry takes less than 1.0% of the catch from the fishing industry.

% NAICS stands for the Office of Management and Budget’s North American Industry Classification System
industry code.

* Source: Bureau of Economic Analysis’ Benchmark 1997 and 2002 Input-Output table. Note: These are
averages of these two national benchmark input-output tables.
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Figure 1: Commercial Fishing: Average Annual Total Costs (%)
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Source: Bureau of Economic Analysis, Benchmark 1997 and 2002 Input-Output Tables.

c. Economic Overview of Gloucester, MA

Awareness of baseline information is necessary for strategic planning purposes. This
section’s purpose is to present data that will help the community understand its
demographic makeup and areas of economic concentration.

The City of Gloucester, Massachusetts is renowned as the Nation’s oldest and most
established fishing community. This fact has an immeasurable influence on how the City,
as a corporate entity, operates. With its sixty-two miles of coastline it is often said that
“Gloucester is ninety-five percent Atlantic Ocean”. The City takes significant pride in its
waterfront. In addition to being a port that is a full service hub for the Northeast fishing
industry, it is also a tourist attraction.

Located on the geographic outstretch known as Cape Ann and toward the terminus of the
once famous Route 128 Technology Corridor, Gloucester is a city with a year-round
population estimated by the 2010 Census at 28,789, representing just under four percent
of the total 743,159 population for Essex County.

Additionally, the Annisquam River is also an important transportation route that plays a
part in the City’s trade and commerce with respect to fishing and tourism. Gloucester is
accessible through the Massachusetts Bay Transportation Authority (MBTA) by rail and
bus. Boston’s Logan Airport is approximately 34 miles from the City. Smaller regional
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airports in proximity to Gloucester include Plum Island Airport in Newburyport and
Lawrence Municipal Airport.

Core demographic data presented in Table 1 and 2 is from the 2005-2009 American
Community Survey.

Table 1: 2005-2009 Population and Income

Population 30,264
Civilian Labor Force; Employed (16 years old and over)* 15,658
Median Household Income (In 2008 Inflation-Adjusted Dollars) $63,158
Percentage of All People Whose Income in the Past 12 Months 7%

is Below the Poverty Level

Median Home Value (Owner Occupied Units) $394,100
Bachelor Degree or high achievement 34.6%

i. Economic Anchors

The following table (Table 2) details the top industries, based on employment, in
Gloucester. The leading industries are educational services, health care, social assistance,
and manufacturing. Arts and accommodations, retail trade, professional, scientific, and
management follow - each accounting for roughly ten percent of the City’s employment
figures. Employment for construction accounts for nine percent of total employment
while agriculture, forestry, fishing and hunting, and mining account for one percent of
total employment in Gloucester.

Table 2: Industry # Employed Age
16 or Older

Educational services, and health care and 3,637

social assistance

Manufacturing 1,928

Arts, entertainment, and recreation, and 1,546

accommodation and food services

Retail trade 1,530

Professional, scientific, and management, 1,489

and administrative and waste management

services

Construction 1,351

Finance and insurance, and real estate and 1,194

* http://factfinder.census.gov/servlet/ADPTable? bm=y&-context=adp&-

gr_name=ACS 2009 5YR GO0 DP5YR3&-ds name=ACS 2009 5YR GOO &-tree id=5309&-
keyword=gloucester&-redoLog=true&- caller=geoselect&-geo id=06000US2500926150&-format=&-
lang=en
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rental and leasing

Other services, except public administration 967
Wholesale trade 587
Public administration 452
Transportation and warehousing, and utilities 439
Information 325
Agriculture, forestry, fishing and hunting, and 213
mining

Source: U.S. Census Bureau. “2005-2009 American Community Survey 5-year Estimates."

d. City of Gloucester Economic Development Delivery System

Metropolitan Area Planning Council (MAPC)

The Metropolitan Area Planning Council (MAPC) is a regional planning agency serving the
people who live and work in Metropolitan Boston. Eight sub-regional groups, staffed by
appointed officials from each city or town and led by one MAPC staff coordinator,
represent the 101 member communities’ needs and interests.. The North Shore Task
Force (NSTF) is a group of 16 communities north of Boston working collaboratively on
regional issues. The goal of NSTF is to cooperate with, and to assist, each member
municipality in coordinating its planning and economic development to obtain maximum
benefits for the North Shore district.

North Shore Alliance for Economic Development

The North Shore Alliance for Economic Development provides direct economic
development services designed to promote Boston’s North Shore as a region for business
growth. Professional staff and dedicated resources are available to provide assistance to
small, medium and large companies looking to locate, expand operations or network in
the region. The Alliance’s resources include current and comprehensive market
information about Boston’s North Shore and the Commonwealth of Massachusetts. The
Alliance serves thirty communities and assists with:
e |dentifying and showing regional office or industrial real estate options to assist
businesses with start-up, relocation or expansion needs;
e Providing information about North Shore zoning, taxes and other issues critical to
conducting business;
e Acting as a liaison between businesses and regulatory agencies;
e Providing information for employees relocating to the region; and,
e Acting as a liaison with venture capital firms and other financial institutions.
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The City itself has a Community Development Department® and a Planning Division®.
During the Assessment Team’s visit, the City reported that its Redevelopment Authority
is defunct and it is currently reestablishing the Fisheries Commission. The Community
Development Department coordinates the physical growth and economic development of
the City, as well as the development of municipal facilities. The Department also advises
the Mayor on all matters affecting the development of the City. The City’s Planning
Division works to bring economic development, environmental protection and
preservation of the City's heritage and neighborhood identity into balance with the
support of citizen participation and guidance. Day to day operations includes engagement
with Planning Board, city officials, boards and commissions to facilitate the planning
process.

Massachusetts's Coastal Program

The Massachusetts Coastal Management Program consists of 20 enforceable program
policies and nine management principles governing activities within the coastal zone. The
Massachusetts coastal zone roughly includes all land within a half-mile of coastal waters
and salt marshes as well as all islands.

The Office of Coastal Zone Management within the Executive Office of Environmental
Affairs is the lead for coastal policy and technical assistance in the Commonwealth. The
Coastal Program works closely with a network of agencies to implement the program.
Coastal Program staff also work closely with local governments and organizations to
promote coastal management at the local level.

Cape Ann Chamber of Commerce

Incorporated in 1922, the Cape Ann Chamber of Commerce, which is located in
Gloucester, is chartered to represent and promote businesses in Essex, Gloucester,
Manchester-by-the-Sea, and Rockport. The Cape Ann Business Incubator maintains a
strong presence in Gloucester as does the North Shore Workforce Investment Board.

North Shore Workforce Investment Board

The North Shore Workforce Investment Board serves as the oversight and policy-making
body for federally funded employment and training services in the region. The board also
takes the broader role of addressing regional labor market issues and developing strategic
partnerships with local leaders in economic development, the K-12 and higher education
system, government agencies, chambers of commerce, community-based, and labor

> Source: http://gloucester-ma.gov/index.aspx?nid=264
® Source- http://gloucester-ma.gov/index.aspx?NID=286
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organizations. The board charters and oversees a one-stop career center, North Shore
Career Center, located in Salem and Lynn, with a satellite office in Gloucester.’

Cape Ann Commercial Fishermen’s Loan Fund

Cape Ann Commercial Fishermen’s Loan Fund (CACFLF) is a publically financed revolving
Loan Fund supported in part by the U.S. Economic Development Administration since
1976.

Massachusetts Development Finance Agency (MassDevelopment): Gloucester Revolving
Loan Fund

The Gloucester Revolving Loan Fund (GRLF) makes real estate and equipment loans to
businesses located in Gloucester, Rockport, Essex, and Manchester-by-the Sea with a
particular emphasis on fishing vessels and seafood-related businesses. The GRLF offers
Loan advance rates up to 90% of collateral value and fixed or floating interest rates.

3. Community-ldentified Economic Assets

This section describes community perceptions of Gloucester’s core economic assets, as
described throughout discussions with the Assessment Team. They represent potential
areas of focus during the economic recovery process.

a. Commercial Fishing and Processing

According to local stakeholders, commercial fishing is an important part of the City and
regional economy, and an integral part of the City’s heritage. Cape Ann’s projection into
the Atlantic Ocean provides Gloucester with a location advantage in accessing George’s
Bank and the Gulf of Maine for commercial fishing.

The small business entities within Gloucester’s fishing industry are strong, and organized
and supported by the Northeast Seafood Coalition and the Gloucester Fishermen’s Wives
Association. Both of these organizations focus on marketing the area’s products. They
also promote the sustainability of the Fishing industry and often advocate on behalf of
sustainable policies and processes.

b. Visitor-based Economy

During the Economic Development Assessment Team’s visit, several stakeholders made it
clear that Gloucester needs a hotel in proximity to its harbor.

With the industries of “arts, entertainment, and recreation, and accommodation and food
services” as well as “retail trade” comprising twenty percent of the City’'s employment
opportunities, tourism is an important economic industry to the City. Due to the City’s
natural resources, revenue from beach parking fees for 2009 to 2011 could range from

’Source: http://www.northshorewib.com/about.html
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S1.4 million to $1.6 million annuaIIy.8 The state taxes collected from 2004-2008 within
Essex County averaged $5,030,000, and local taxes averaged $3,925,0009.

While Gloucester is both a destination for local and out-of-state travelers, it also serves as
a popular location for visitors to Boston seeking a day or a weekend trip away from the
city. Other tourism opportunities that the City is capitalizing upon include the Cruiseport
Gloucester Marine Terminal, which may host over twenty cruise ships from April to
October, annually.

Locals estimate that the town will host approximately 2,000 artists this year. With Rocky
Neck Art Colony, the North Shore Arts Association, a range of small historic museums, and
the new Community Arts Charter School, the City is well positioned to accommodate
individuals from the arts community. “Discovergloucester.com” promotes the City to this
audience online. Regionally, the Endicott Partnership, North of Boston Arts Center, and
the North of Boston Visitors and Convention Bureau support artists in the area. Local
supporters and participants in the City’s artist community recognize the synergy between
arts education and affordable housing for artists as a key factor in making Gloucester “a
great art town.”

c. Port

For the past several years the City, on its own and in cooperation with the
Commonwealth, has been investigating appropriate uses for the Harbor. Five years of
development and consensus building went into the state-approved Gloucester Harbor
Plan and Designated Port Area Master Plan, which was officially accepted in December
2009. The plan provides specific guidance to the Department of Environmental Protection
in the issuance of new Chapter 91 licenses in the Designated Port Area.

In December 2009, the City released its draft Harbor Economic Development Plan, and
finalized it in May 2011. The need for the plan and the continued community dialogue was
clear in the Plan’s introduction:

“it has become increasingly apparent over the last several decades that the
scale of economic activity generated by traditional industries is not
sufficient to sustain the harbor economy at healthy levels.” — Gloucester
Harbor Economic Development Plan; Final Report, May 2011

From 1981 to 2003, marine industry uses within the harbor decreased by approximately
eighty percent. The Harbor always has been the gateway to the City’s downtown and
currently consists of approximately 79 individual parcels, the majority of which is privately

& Source: http://gloucester-ma.gov/DocumentView.aspx?DID=557.

® Source: http://www.massvacation.com/research/rm_tx_cnty07.xls
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owned. Significantly, one harbor side parcel owned by the City is slated for development.
Although the waterfront represents the City’s greatest potential economic asset, it
currently produces the least amount of revenue for the City. During the Team’s visit,
stakeholders noted that properties within the harbor contribute less than one and a half
percent of the City’s overall tax revenue.

The Team’s visit and this subsequent report recognize the City’s partnership with the
Commonwealth and the forward-thinking policy documents listed above. During the visit,
the Team encouraged efforts to broaden and redefine the Harbor’s maritime economy;
reestablish the City’s Fisheries Commission; develop a dockerage monitoring and
brokerage program; develop a strategy and/or fund to retain Harbor businesses; and
support further development of market opportunities related to the Harbor as common
core elements for a healthy development and resiliency strategy.

d. Durable Goods Manufacturing

According to the 2007 Economic Census, manufacturing in Essex County provided jobs for
47,909 employees - 3,745 of which were employed in food manufacturing. An estimated
782 people were employed in seafood product preparation and packaging. The computer
and electronic products industry provided 11,782 jobs; transportation equipment
manufacturing provided 4,427 jobs; medical equipment and supplies manufacturing
provided 3,082 jobs; and electrical equipment, appliance, and component manufacturing
provided 2,347 jobs.

Manufacturing in Gloucester, according to 2005-2009 Census American Community
Survey (ACS) estimates, accounts for three percent of employment when measured by
industry. Other data sources show that this may consist of up to fifty-four different
business entities.

4. Challenges and Key Recovery Areas

Based on conversations with stakeholders and community representatives during the site
visits, the Assessment Team identified several core areas to consider when thinking about
the community’s economic recovery needs.

a. Infrastructure

Whether it is water quality, roads and bridges, docking/port-side facilities or dredging, the
need for improved infrastructure prevails in Gloucester.
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The three water treatment plants owned and operated by the City exceed, or are about to
pass, their useful life. The water delivery infrastructure occasionally produces discolored
water originating from the water treatment plants and pipes, which forced the issuance of
emergency boil water orders in 2009 and 2010. In its proactive efforts with the U.S. EPA
and the State’s Department of Environmental Protection (DEP), the city has expended
upwards of $15 million over the past two years on Proposition 2 1/2, which shifted certain
water costs to the tax base.

According to the City’s 2008 Capital Improvement Plan (CIP) the list of preliminary-
submitted improvements totaled $264,930,418 with water and sewer improvements, and
upgrades accounting for $199,577,593 or 75 percent of the “Universe of Submissions.”
The list of projects also included a total of $6,360,000 for roadway work and drainage
improvementsm. Stakeholders expressed a strong need for improved and expanded dock
space and ship berthing along the harbor during the Assessment Team’s visit.

The need to dredge the Annisquam River, which carries an estimated cost of $3,500,000,
was also raised as an important economic development infrastructure need during the
Team’s visit. According to the 2008 CIP, it would cost an estimated $575,000 to dredge
the mouth of the Annisquam River. The financial for these kinds of infrastructure projects
were considered a heavy lift for the City, and potentially untenable.

b. Capacity

The community consistently expressed a need for technical assistance and expertise to
expand the capacity of local government, nonprofits, chambers of commerce, and other
organizations that are in a position to address the City’s economic challenges. Some
specific needs identified by the community: increased local government capacity for
seeking grant funding; improved local business support capabilities; and more integrated
economic development, harbor development, community development, and workforce
development efforts within the City. Each of these needs exists in the context of a limited
budget environment as increased fiscal pressures stretch financial resources thin, making
it difficult for the City to meet the demands of the community. As presented by the
community, the demand for local capacity is a compounded issue. For example, without
adequate resources to hire staff to pursue grant funding and attract outside investment,
economic development outcomes are realized slowly. With slowed economic
development efforts, additional tax revenue is not available to finance the City’s
infrastructure challenges or other demands for City services.

c. Fisheries

According to community members, fishing represents a key element of Gloucester’s
economy. For many fishermen, the job is a family legacy; their parents, grandparents, and
other family members did the same work. Locals noted that fishing is a uniquely

1% source: http://gloucester-ma.gov/DocumentView.aspx?DID=349
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independent, outdoor way of life. As a result, community members shared that it is
difficult for both fishermen and workforce developers to envision new careers for these
workers if impacts to the industry make their work unsustainable.

Additional concerns voiced by the community stakeholders suggest that local fishermen
have a lack of access to affordable capital and credit for operations. This access to capital
issue seemed most commonly manifested in the lack of cash-on-hand to take advantage
of available catch share leases within the Sectors thus making it difficult for fishermen
within the Sector to acquire additional allocation. Another concern raised by many in the
community is a frustration that the current regulatory framework is encouraging risk-
averse behavior in the marketplace because of the allocation limits associated with by-
catch species. This risk-averse behavior manifests itself by boat owners leaving their boat
tied up at the dock while they lease their catch shares to the open market. While the boat
owner may or may not be recouping their fixed costs by not fishing, the lack of activity is
limiting job opportunities and demand for local support services. As a result, community
stakeholders suggested that there is an increase in consolidation in the industry. While an
increase in consolidation of any industry can improve efficiencies in the market place and
reduce costs for consumers, based on community input, an increase in consolidation of
the fishing industry appears to be resulting in a “ripple effect” through other support
industries in the City. As an example, with fewer fishing boats going out to catch fish,
there is less demand for ice for storage, boat maintenance, and fuel.

d. Investment Uncertainty

Based on stakeholder input, a major economic and community development challenge for
Gloucester is the current level of uncertainty within the business environment and its
amplification within the fishing fleets. Many community stakeholders discussed this
uncertainty in the context of increased federal regulations, which they indicated
compounded the lack of access to capital of the fishing community. Many business
owners discussed their reluctance to commit to additional debt and their fear of
becoming financially overextended. They also explained that the atmosphere of
uncertainty has reduced their ability to take out loans, hire new employees and make
long-term business decisions. According to stakeholders, this uncertain economic
environment threatens the current viability of locally based fishing fleets and the long-
term economic recovery and growth prospects in Gloucester. Representatives from the
local fishing community expressed concern that the commercial fishing fleet is decreasing.

It is apparent that Gloucester’s fishing families and seafood producers are critical
elements of Gloucester’s culture and economic landscape. For many, the acquired skills,
small business owner identity, entrepreneurial spirit and participating in the industry are
all parts of a family legacy; parents, grandparents, and other family members did the
same work. The current fear is that if one segment of the City’s fishing cluster fails, then
the domino effect will occur at a very rapid pace.

If there is one socio-economic theme that the Assessment Team came away with, it is that
Gloucester has a strong sense of ownership of fishing, and that there is tangible fear
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within the community about fishermen maintaining their way of life and the community
maintaining its legacy of fishing while the fisheries stocks are rebuilt. There is a sense that
key commercial fishing infrastructure in the City could fail and may not return during this
transitional time.

e. Diversification and Resiliency Needs

Tourism, real estate, and related service industries are the main economic drivers in and
around the City. Stakeholders have expressed concerns that given this concentration, too
much of an exclusive focus on the further development of the tourism industry is a threat
to other industries, particularly those that the City is trying to grow and sustain, such as
the fishing cluster and maritime industries. Just as there is trepidation about the fishing
cluster, stakeholders bring similar concerns about the current lagging economy and its
effects on tourism and real estate. In addition, the lack of a national hotel presence in the
City was described as a challenge in further broadening the City’s resiliency capabilities.

A consistent theme discussed by the community stakeholders was that the economic
downturn highlighted the need for Gloucester to invest in high growth-low density micro
businesses that provide a local job base and potential opportunities for growing and
sustaining a middle class (the 18 to 35 and 36 to 64 age brackets). Fortunately, Gloucester
has several networks of innovators, community based financing, and other assets it can
activate to meet the diversification needs.

f. Cost of Living

Community stakeholders cited concerns over the misalignment of the housing market.
They fear the local market cannot support the needs of a more diverse economy. With
the average household income around $80,000 and the average home price near a million
dollars due primarily to second homes (the City’s population increases by an estimated
forty percent during the height of tourist season), it is difficult for the middle class to stay
in the area. Stakeholders considered zoning, the cost of development, and commercial
development interests in high-end retail outlets as barriers to affordable housing that
contribute toward pricing out the middle class. The barriers to sustainability are a
conglomeration of issues centered on population density; aging water and wastewater
treatment facilities; dependence on a sole-source aquifer; and increased traffic volumes
during the peak tourist season contribute to these barriers.

g. Access to capital and credit concerns

Concerns about access to capital and credit became visible during the national recession,
and many fishermen believe that groundfish regulations exacerbated the problem. Small
businesses, particularly those in seafood industries, expressed a significant need for short-
term or “gap” financing. Many small businesses often lack the documentation required to
apply for funding; the capital assets needed for collateral; are unwilling to commit to new
debt in an uncertain economic environment; or perceive/experience that financial
institutions are unwilling to lend to the fishing industry.
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4. Strategies for Economic and Community Development

The strategies described below aim to highlight best practices that when integrated into
existing economic development efforts, may be helpful in advancing strategic planning,
and economic and community development. To that end, the community may want to
consider developing an economic and community development task force, as described
below, to organize and coordinate strategies to address different economic challenges.

a. Economic Development and Community Capacity

i.  Regional Capacity

Building upon and expanding existing local capacity in the form of public-private
partnerships is key to further economic and community growth. Gloucester has the
potential to serve as a regional anchor by building upon existing public-private
relationships to further its goals of growing the economy, enriching the creative economy,
and supporting local business. Increasingly this approach is being supported by various
Federal agencies such as the Economic Development Administration, Department of
Housing and Urban Development, Small Business Administration, Department of Labor,
and U.S. Department of Agriculture.

Gloucester could lead a regional economic development coalition with the city’s
Community Development Department, Chamber of Commerce, MAPC, Workforce
Investment Board, and other economic development partners. With the City playing a
lead role in nurturing such an organization, it can reap distinct benefits to achievefs long-
term success for its growth plans; strengthen regional support and buy-in for the City’s
efforts; and expand the potential for securing resources available at a regional level. Some
of the goals of such a regional organization could include:
o Identifying targeted growth industries to support a middle class and the creative
economy;
e Creating a regional marketing strategy;
o Setting targets and timelines for sustained economic and community
development;
o Identifying and targeting resources;
e Competing for regional grants; and,
o Facilitating multi-agency, coordinated action on the individual, business and
organizational levels

Other considerations for the organization could center on regional economic
development matters, including business retention and expansion, more engaged
workforce development and education, housing, middle class sustainability, economic
diversification, marketing and communication, and leveraging the regional public-private
partnerships to stimulate economic growth. A sub-regional CEDS process could be very
helpful in articulating how this regional economic development strategy is implemented.
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A holistic vision with a coordinated plan would give each organization a sense of purpose
and a specific series of goals in the overall economic development of the region. One
approach to developing a coordinated, regional vision—and keeping stakeholders and
partners apprised of efforts to realize the vision—is to establish a quarterly or biannual
economic development summit for the region. A summit would provide a regular
opportunity for all those interested in the regional economic development efforts to be
appraised of recent developments, share successes and challenges, and identify best
practices. The summit could be an opportunity for stakeholders to get a snapshot of the
“work in progress” and could be a supportive environment for long-term development.
Further, an on-going, regional economic development effort could further enhance the
assets in the City while demonstrating the economic interconnectedness the City has with
neighboring towns.

ii.  Develop Economic and Community Development Strategy and Master Plan

In 2001, Gloucester adopted its Comprehensive Community Development Plan for the City
- an extensive process organized and led by citizens and facilitated by the Cecil Group. The
Plan addresses resource-based land use, community focal points, quality of life,
infrastructure, administrative capacities, and implementation. Using the 2001
Comprehensive Plan as a starting point, community leaders could expand these forward
thinking concepts articulated in the more recent Harbor Plans to create a City-wide
economic vision.

Gloucester could incorporate, where possible, quantitative trend data that shows
improvement in the local economy. In addition, stakeholders could become versed in free
online data tools and regional publications available to communities to better follow and
benchmark trends of the economic environment of their area. While the links provided
below are informative, they will not provide the degree of specificity that the City may
find most helpful. The City could consider seeking federal, state, or non-profit grant
funding to conduct a sector-focused economic impact analysis that would include
commercial fishing as well as some other key sectors of interest to City leadership and
planners.

e Metropolitan Area Planning Council Data Services - http://mapc.org/data-services

¢ University of Massachusetts’ Donahue Institute -
http://www.donahue.umassp.edu

e STATS America Website - www.statsamerica.org/

e STATS America (Innovation in American Regions) -
www.statsamerica.org/innovation/

e Bureau of Labor Statistics - www.bls.gov

e The “Local Area Unemployment Statistics” (http://www.bls.gov/lau/) may be
particularly useful in tracking employment patterns at the county level. The Local
Area Unemployment Statistics (LAUS) program is a Federal-State cooperative
effort in which monthly estimates of total employment and unemployment are
prepared for approximately 7,300 areas — including counties.
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e Census County Business Patterns - www.census.gov/econ/cbp/
e Know Your Region - http://www.knowyourregion.org/
e American Community Survey - http://www.census.gov/acs/www/

iii.  Bolster Baseline Data Availability

Community stakeholders often made compelling expressions of need and strengths during
the Assessment Team’s visit. However, Team members did point out the need for the City
and its stakeholders to consider developing a means of data collection to use as a tool to
guantify the City’s needs and strengths. This might also include data collection focused on
various target business sectors.

This need is not unique to Gloucester; it is evident in many communities both large and
small. Data collection and reporting can yield powerful and compelling results that can
track population characteristics and businesses development. The City could benefit from
exploring technical assistance opportunities that may exist with federal, state, private,
and nonprofit entities to develop capacity in establishing a baseline for core data
elements and a plan for tracking and reporting progress on these measures.

b. Business Retention, Expansion, and Attraction

i. Employ Best-practices to Improve Access to Capital

Communities, individuals, and government entities across the country face challenges
related to accessing capital. Gloucester and its neighboring communities have a range of
community banks - some in business since the Nineteenth Century. These represent
valuable resources, not only for the businesses that they assist, but also as significant
cultural entities that contribute to the City’s social fabric.

Stakeholders could explore using local community planning processes to direct additional
resources to nonprofit finance entities and development organizations. For example,
Gloucester could consider creatively using its HUD Community Development Block Grants
(CDBG) entitlement for Section 108 Loan Guarantees Guaranteed Loans. The Section 108
Program allows the locality to use its HUD guaranteed loans at approximately U.S.
Treasury rates for community and economic development projects. Gloucester may use
the borrowed funds for public projects or relend them to private businesses to assist
development projects. In fact, there could be a Section 108 Guaranteed Loan guarantee
for waterfront-related needs such as with the docks and a separate one to support small
business growth. Several other New England CDBG entitlement communities have loaned
Section 108 funds for successful hotel development, an identified visitor-based economy
need near the harbor.

In addition, stakeholders should employ the aforementioned short-term strategy of
bringing various stakeholders together to provide additional resources for nonprofit
organizations and CDFIls. As mentioned, capacity needs vary amongst non-profit
organizations, so a medium-term strategy should incorporate building the capacity of
lower-capacity organizations while strengthening higher-capacity organizations and
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forming linkages where possible. In addition, bringing different stakeholders together
allows private, public, and other entities to identify the resource needs of local
organizations. This greater understanding of local capacity can help facilitate resource
sharing amongst financiers as well as non-profit finance entities and development
organizations.

To build resilience in the lending environment, Gloucester and the region’s financial
institutions could explore additional options for expanding access to capital including:

e Investigate the U.S. Department of Agriculture’s Intermediary Relending Program.
The Program provides loans to local organizations (intermediaries) to establish
revolving loan funds in rural areas to assist with financing business and economic
development activity that creates or retains jobs. Gloucester could explore the
applicability of this program in the City and develop partnerships with eligible local
entities.

e Bring together the traditional lenders (banks) and non-traditional lenders (SBA
504, CDFI, other federal sourced capitalized revolving loan funds) to explore
alternative, new methodologies to meet the financing needs of the business
community. The historic record of such partnerships has been to repeatedly
create new loan and financial support products partnering the traditional and non-
traditional resources to meet unusual financing needs. Among the innovative
options to weigh would be a hybrid mortgage product, tiered financing among the
various partners, lease to purchase, etc.

e Encourage local lenders to apply to become community development financial
institutions (CDFls). CDFl is a federal designation from the U.S. Department of
Treasury that expands the capacity of financial institutions to provide credit,
capital and financial services to underserved populations and communities. The
city could continue to look for money from nonprofit foundations to tailor funding
to suit their needs. The Business Civic Leadership Center of the U.S. Chamber of
Commerce developed relationships with many major corporate foundations
looking to assist businesses and individuals adversely impacted by an economic
disaster.

e Encourage the region’s financial institutions and CDFIs make business loans by
providing secondary financing with HUD Section 108 Guaranteed Loan funds, as
previously described.

e Partner with regional or national foundations to provide seed money for on-going
RLF capitalization and operations. Additional information on references to
potential foundations is included in the Appendices.

e |dentify major employers that would be willing to serve as resources from which to
draw professional staff (e.g., accountants, public relations professionals, etc.) who
can volunteer their technical assistance services to businesses or business support
organizations in the community.
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ii. Host a Business Plan Competition

Business plan competitions often serve as conduits for opportunities for future
entrepreneurs, as well as provide key market trend insights to local economic developers.
Such a competition could help build upon the City’s existing entrepreneurial culture and
potentially aid in the process of attracting venture capital and angel investors to the
region. While the competition could be open to entrepreneurs from all over, the
committee may consider only funding those entrepreneurs who commit to creating a high
growth company in Gloucester.

The competition could offer mentoring, business class training, and an opportunity to win
a “start-up box” of investment and services. Mentors who are successful entrepreneurs
themselves could help competitors in completing and refining business plans, to include:

e Completing and refining an investor pitch
e Building out a team

e  Marketing

e Sales/business development

e Financial planning

By collaborating with any number of the region’s universities, Gloucester could tap the
best MBA students for this competition.* The winner of the business plan competition
could also provide a conduit toward venture capital funding. *2

Additionally, the community could engage the local school system in youth
entrepreneurship. Fostering entrepreneurship instills skills and optimism in young people
and creates lasting community change. It also prepares and motivates youth to continue
in school or successfully enter the workforce. There are many examples of best practices
of this model in use throughout the country, usually associated with local community
colleges or university-driven k-12 outreach initiatives.

iii. Business Support
Commercial Fishermen Support

Commercial fishing is a foundational industry in Gloucester. The industry intertwines with
the City’s history, culture, and quality of life. Further, the role of the commercial
fisherman as a small business was demonstrated to the Team in highlighting the “ripple
effect” of consequences on supporting businesses in the community. City-led information
sessions between sector managers, fishermen, and local financial institutions may help to
educate both the commercial fishing industry and local financial institutions on market
demand and corresponding opportunities. Additionally, the City may consider facilitating
trainings on financial literacy and 21%' Century skills development among the fishing

" http://www.hbs.edu/entrepreneurship/bplan/
12
http://www.mootcorp.org/
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industry workforce. A public-private partnership with the state NOAA Sea Grant program
and the industry leaders may provide a valuable alliance to feed technical expertise into
the community.

An additional initiative that could add value for not only the commercial fishing industry in
Gloucester but also to the visitor-base economy is a City-led fish market at the port. The
Port of San Diego has led through public-private partnerships a regular fish market to
allow City residents to buy fresh fish almost right off the boat. Similar models used in
other ports can also become tourism attractions for people around the region who are
interested in experiencing the fishing industry first hand, and taking advantage of the
freshest fish available.

Communities could also pursue state revolving loan funds. NOAA supported a request by
the Commonwealth of Massachusetts to reallocate $1 million in funding original provided
for a permit bank to create a revolving loan fund for the fishing industry. This fund, when
established, should help secure access to fishery resources for local, small-scale fishermen
from small fishing communities.

Promote Local Purchasing

Many cities and regions are seeking ways to encourage large businesses to the area to use
local contractors and vendors for services such as food, maintenance, supplies or
technology. Given the long standing history of many of the City’s “blue chip” businesses
and the healthy critical mass of the City, efforts to connect businesses with local product
and service providers could be explored and further developed and could be integrated
with business incubation as well as workforce training efforts.

Business Development Incentives

Community stakeholders cited the need to market the community and use incentives to
attract new businesses. While Tax Increment Financing districts are a common tool in
New England, they appear to be a less than desirable tool to implement in Gloucester.
Gloucester could consider other incentive models to protect resources such as Growth
Incentive Zoning utilized in Barnstable, Massachusetts; Form Based Zoning utilized in
Lowell, Massachusetts; and Transfer of Development Rights (TDRs) (or Fees).

Provide Financial Literacy Assistance

Gloucester has resources such as the Community Action Program and the Cape Ann
Business Incubator that could collaborate to include experts who can provide financial
literacy and “soft skills” training (e.g. interview skills, resume writing, operating in a
business environment, phone skills, verbal and written communication, etc). Based on
community input this kind of effort, if customized for the fishing industry, could be very
helpful for local fishermen.
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Major employers could also assist with “local-helping-local” organizational capacity
building by encouraging their employees to volunteer as instructors, counselors, and
technical advisers to assist businesses and help workers seeking new opportunities.

iv. Capitalize on Community Assets

Gloucester’s leadership and stakeholders emphasized that while the economy is very
reliant on tourism, long-term growth will require economic diversification. The effort to
diversify the local economy is inherently a long-term activity that requires sustained,
locally driven direction and leadership. City stakeholders frequently discussed the
attractive attributes of living and working in the City of Gloucester, focusing heavily on the
close-knit community in the City. Many stakeholders cited the strengths of the City as
including its scenic beauty, irreplaceable natural resources, strong public school system,
and general ingenuity and intelligence of its citizens. While these are assets shared by the
tourism infrastructure, other industries could benefit from these assets as has been
expressed in the emerging maritime industry sector. As an example, the marine
technology industry in Gloucester could become a focal point for coordinating training
and educational opportunities with the University of Massachusetts, the University of
New Hampshire or any of the private educational institutions within Metropolitan Boston.

v. Accelerate Near-Term Projects

Gloucester can continue to ensure that development and infrastructure projects are
expedited with necessary due diligence by working with project developers to negotiate
development needs on a case-by-case basis and/or to advance efforts that have already
been made with the State’s Chapter 43-D process. One of the projects discussed that may
be an opportunity for public-private partnership is the development of the parcel known
as “l4C2.” This project, with sufficient funding and infrastructure development, may have
the potential to tie together the commercial fishing, tourism, and maritime economies.
Further analysis of this opportunity would likely be necessary to evaluate funding sources,
feasibility, and demand of services. In addition, the coupling with the financing of a public
or private parking garage with repayment from parking fees could be an area of
development focus. Depending on the placement of the garage, HUD programs may be
able to support the project (in part) if the benefiting businesses must create or retain jobs,
51% of which must benefit LMI persons, at a cost of no more than $35,000 of CDBG funds
per job created or retained per mandatory CDBG public benefit standards. The HUD
program restrictions would apply to the establishment of a downtown hotel. Due to
Gloucester’s relatively small annual entitlement grant, CDBG should be leveraged by
providing loans (including Section 108) for a significantly large project (or projects) to
catalyze the community’s economic base and encourage private investment. As a result,
HUD Section 108 loan resources would likely play a junior role relative to private
investment.
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vi. Strengthen the Link between Workforce Investment and Targeted Industry
Recruitment

Gloucester could benefit from a more active, and potentially meaningful, relationship with
the local Workforce Investment Board and its associated workforce development efforts.
A stronger relationship between the targeted industries of the economic development
“sphere” and those of workforce development could help leverage local workforce
development resources and regional economic capabilities to foster growth. Benchmarks
for recruitment in the short, medium, and long term could be established Leaders
indicated that additional funding and programs are necessary to train workers to
transition to higher skill, higher wage positions. Workforce development programs could
seek additional funding sources to build upon existing programs or offer a more diverse
set of training courses. A medium - to long-term workforce training program coupled with
an incentive package could attract businesses in those industries targeted by the region as
a whole.

vii. Encourage Entrepreneurship

Gloucester stakeholders recognize the necessity of growing and diversifying the area’s
economic base. Through efforts that increase the capacity for people, businesses and
institutions to engage in entrepreneurship, economic developers can unlock the latent
potential within their communities for sustained economic growth.

Mentorship Opportunities

Gloucester has a number of prominent entrepreneurs, developers, traders and business
people with experience starting and growing successful businesses. Existing entrepreneurs
could be tapped to serve as mentors and key connectors to drive the creation of a deeper
network of entrepreneurs and potential entrepreneurs. Gloucester is already home to a
strong entrepreneurial community of fishermen and small business owners. This deeply
rooted entrepreneurial spirit is a ripe resource for diversifying the region’s economic base.

Gloucester could consider creating a local entrepreneurial support network in which
resource providers meet on a regular basis to share information, brainstorm about
challenges faced by the entrepreneurs and do cross referrals, for example. This would
help to ensure that resources are being connected to meet the needs of entrepreneurs.
This is especially relevant because the area is in close proximity to a myriad of higher
education research institutions and resources emanating from Boston. Through efforts
that increase the capacity for people, businesses, and institutions to engage in
entrepreneurship, the latent entrepreneurial potential within the community can be
unlocked for sustained economic growth. Additional mentorship opportunities may also
be found by tapping into the SCORE network. A description of the SCORE services is
available at: http://www.scorenemass.org/.
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Existing entrepreneurs could also be tapped to serve as mentors and key connectors to
drive the creation of a deeper network of entrepreneurs and potential entrepreneurs.
Likewise, state resources, such as the Massachusetts Technology Council, Clean Energy
Center and Life Sciences Center can be used for the benefit of the region.

Angel Investor/Venture Capitalist Networks

In the information age, investors have the ability to find projects that suit their standards
of acceptable risk without attention to state and county boundaries. Gloucester could
consider developing a list of contacts for angel investor networks, groups of wealthy
individuals interested in investing in early stage small businesses, around the country and
encouraging startup businesses to reach out to these investors using the area’s economic
development strategy as a selling point.

viii. Maritime Regional Innovation Cluster Opportunities

During the team visit, interest was expressed in considering Gloucester as the hub of an
emerging maritime regional innovation cluster. While there was not the opportunity
during the team’s visit to validate that interest, the opportunity presented is compelling
as a potential part of the City’s Harbor Development Plan. One of the potential challenges
the city may face in identifying a maritime RIC is a lack of available data that would clearly
identify an existing concentration of industrial activity and collaboration among related
firms and suppliers. In mitigating this issue, the City may benefit by seeking regional
partners in MAPC, New Hampshire, and South Coast Massachusetts. A broader
geography, while potentially more difficult to organize, can present a stronger basis for
drawing assets to attract outside investment. To further explore the presence and
development opportunity of a Regional Innovation Cluster (RIC), the following sections
explore some of the parameters of RIC development. The key is to focus on “clustering
opportunities”.

What is a Regional Innovation Cluster?

“Clusters are geographic concentrations of interconnected companies, specialized
suppliers, service providers, and associated institutions in a particular field that are
present in a nation or region."13 Clusters can affect competition by increasing the
productivity of area companies, driving the innovation and stimulating the
entrepreneurship and business growth within the cluster. Therefore, while in no way
formulaic, cluster development is an attractive method by which to stimulate sustainable
growth in a region’s economy.

A regional innovation cluster (RIC) is a geographic concentration of firms and related
institutions that do business with each other and have common needs for talent,
technology, and infrastructure. RICs leverage unique regional strengths to drive new

2 Harvard Institute for Strategy and Competitiveness. Clusters and Clusters Development. Retrieved from
http://www.isc.hbs.edu/econ-clusters.htm
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products and processes in a particular field, accelerate the growth of existing companies,
and create new businesses, jobs and a skilled workforce.

How large or small is a RIC?

A RIC may cross municipal, county, and other jurisdictional boundaries. RICs exist in areas
that contain the necessary concentration of firms, associated institutions and industry
supply chain.

What Types of Supportive Institutions are within a RIC?
A RIC often includes catalysts of innovation and drivers of regional economic growth such
as local universities, government research centers, or other research and development
center engaged in technology transfer, commercialization, and entrepreneurship. A
successful RIC partners:
e |ocal governments, economic and workforce development organizations to work in
concert with
e community lenders, venture development organizations, venture capital firms,
angel investment groups, and other institutions focused on expanding access to
capital, and
e Private foundations focused on science, business, and innovation; and other public
and private agencies and institutions focused on developing the region and cluster
firms.

How is a RIC Identified?

A first step in cluster-based economic development is to uncover a region’s unique assets
and core industries that form a cluster. Using available industry data, a region should
understand what industries are growing or emerging, and compare that information to
trends in nearby areas or the nation. Most analyses use industry employment data from
the North American Industrial Classification System (NAICS) and group industries into
clusters. Clusters that show potential for further development should be the targets for
economic development strategy.

What Tools Can Help Analyze the Region?

e |nnovation in American Regions. This EDA-funded tool provides practitioners a
method of exploring clusters by industry and occupation and assessing the
innovation capacity of their region using data from four areas: human capital,
economic dynamics, productivity and employment, and economic well-being.
http://www.statsamerica.org/innovation.

e Know Your Region. EDA and the NADO Research Foundation teamed up to deliver
a library of information to help local officials, economic development practitioners,
community leaders and citizens assess local and regional assets, needs and visions
in a global context, leading to long-term regional prosperity and sustainability.
http://www.knowyourregion.org/.
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How is a RIC Supported and Developed?

A cluster strategy will help bring the key partners together to identify the primary
challenges and opportunities to growing the cluster. The strategy often includes an
inventory of regional assets, partners, strengths and weaknesses, opportunities and
threats. A team of people and institutions commit to working together to fill gaps and
reach common objectives. Often, a cluster intermediary is formed to be the primary
convener to link cluster partners, overcome obstacles and help bring in new resources.

¢. Workforce Development and Education

i.  Participate in and Enhance the North Shore Workforce Strategy.

The alignment of economic and workforce development as an economic development
strategy is important and is enhanced by focusing on skills that span multiple industries.
With changing sectors and economies, such skills build a strong labor pool and enable the
inclusion of workers in new opportunities. The City in partnership with the WIB could
conduct a formal transferable skills analysis (TSA) through direct interviews with workers
in the community. A professional business counselor would conduct the TSA to examine a
person's work history and to highlight areas of expertise and skills that might otherwise go
unnoticed. Work activities a person has performed in previous jobs are analyzed, along
with the objects the work activities were performed on (materials, products, subject
matter, and services), and other skills from personal hobbies and volunteer experiences.
This data could then be used not only to identify a set of occupations a worker could be
able to perform, but could be compiled into a larger database to create a “skillshed”
analysis of Gloucester as a whole and in particular with the fishing community.

A skillshed analysis of the area could identify areas for retraining, placement, and
development of entrepreneurship. A skillshed is the geographic area from which a region
pulls its workforce and the skills, education, and experience that the workforce possesses.
Traditionally, labor markets have been studied in terms of the products produced by a
region to understand what industries are relatively strong. A skillshed analysis helps
communities understand not only where the region’s competitive strengths currently lie
by detailing the current workforce mix, but also into which occupations or industries the
region could grow by understanding the difference between the workforce’s current skill
sets and that skill sets needed to compete in new markets. The outcome of the skillshed
analysis helps to analyze four key areas:

e Current skills possessed by area workers;

e Projected employment growth, and median wages, skills, and knowledge needed
by employers;

e Worker demand considering the factors affecting supply and demand; and,
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e Gap analysis between the current set of skills and education and that set needed
by current and prospective employers.**

In addition, the community and local economic and business organizations could work
with the local workforce board to connect displaced individuals with local businesses. The
State of lowa has used such an analysis since 2006 after the loss of the Maytag
Corporation.® The survey and analysis report gives communities the ability to document
and illustrate the characteristics of their available labor force. It has proven to be a unique
and effective tool for expanding existing businesses or growing new businesses while also
attracting prospective new employers into the area.

It is important to “look under the hood” of occupational titles at the specific skills,
training, and work activities that make an occupation what it is. The Occupational
Information Network (O*NET) reports the knowledge requirements, work activities, and
tasks (both core and supplemental) for each occupation.16 Profiling allows occupations to
be grouped according to transferable skills and experience. When combined with a
supply/demand analysis, workforce developers can identify opportunities for meeting
demand with available skilled workers.

A workforce development initiative, led by the WIB and supported by MAPC and the City,
could focus on four key areas: industry insights, education, recruitment, and financing. All
of these areas are detailed below.

a. Industry Insights

The purpose of this area is to work with key stakeholders on identifying the workforce
demands of the region over the next three years. The team could work to:

e Identify and track the regional sector workforce needs by high demand positions
needed for the most pressing sectors;

e |dentify the associated need for indirect job creation as a result of the workforce
demand;

e Identify the number of trainees that can be reasonably absorbed into the sector
markets to fulfill the workforce need;

e Establish a mechanism by which three-year manpower projections will be
continuously updated (at least twice per year) in an easy manner, and

" Jowa Innovation Gateway. (2010). Skillshed Analysis. Des Moines.

PEconomic Modeling Specialists. lowa Town Reshapes its Economy with Data-Focused Plan, Partnerships.
Retrieved from http://www.economicmodeling.com/2008/11/12/iowa-town-reshapes-its-economy-with-
data-focused-plan-partnerships.

A Splash of Green for the Rust Belt. (2008 November 1). The New York Times. Retrieved from
http://www.nytimes.com/2008/11/02/business/02wind.html.

'® http://www.onetonline.org/
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e Align with education intermediaries to monitor and make adjustments to insure
that an adequate number of trainees are recruited to participate in the industrial
training programs.

b. Education

This focus area could identify the training programs currently utilized by key sectors to
supply the skilled workforce demand. The team could work to:

e |dentify the number of trainees currently being trained in these programs, identify
the training capacity of each training program, and identify career ladders and
progression systems in key sectors of targeted industries;

e |dentify and establish key stakeholders and training liaison contacts in the
educational institutions that supply the skilled workforce;

e |dentify and establish cooperative on-the-job training alliances to secure job
experience and potential job opportunities for trainees, and;

e Identify area scholarship programs; identify and classify each scholarship by
business sector, amount of money available, and the selection criteria required to
secure the funds.

c. Recruitment

Recruitment efforts could work in alignment with the education community, trade
organizations, and the local economic development delivery system to develop an
adequate supply of skilled workers for high-demand positions. The team could work to:

e Develop the key recruitment messages;

e Develop a methodology that utilizes a wide variety of cost-effective sources to
disseminate recruitment messages locally, regionally, and nationally in order to
recruit needed workers, and;

e Develop a strategic recruitment plan with timelines for implementation.

d. Finance and Funding

Finance and funding efforts could focus on developing a budget, justifying the financial
need, and securing the funds needed to attract financial resources needed to develop a
workforce team. The following tasks could be considered:

e Develop a budget and justification to secure the funds needed for the workforce
team project;

e Research, identify, and secure training and administrative funding;

e Develop funding consortia among businesses, industry, local government,
economic development organizations, and education and training organizations,
and;
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e Monitor the financial status and integrity of the workforce team project and
recommend adjustments to insure the financial success of the program.

d. Marketing and Communication

The peak tourism season for Gloucester is Memorial Day to Labor Day. With many
businesses earning most of their income during this part of the year, it is very important
to explore mechanisms to expand the tourism season. Additionally, according to
stakeholders, commercial fishing is one of the main year-round industries. Expanding
marketing and rebranding could help increase the profitability of both these industries.
Gloucester could benefit from new and creative measures to expand its traditional
tourism season and to attract a more diverse set of visitors.

i. Market Shoulder Seasons

Gloucester could conduct a “challenge” competition (similar to the U.S. State
Department’s Democracy Video Challenge) which asks the citizens of area to use social
media to highlight why people should visit the area in the off-season. The objective is to
have the tranquility of the offseason and its beauty go “viral” so people can see for
themselves the quality of life, the beaches, and the people of the area, possibly attracting
more visitors. As many of the recreational fishing fleet noted, some of the best fishing is
in the fall season. Gloucester could target tourism groups that have never experienced
Massachusetts. For example, North Dakota is targeting Canadians to visit during the
winter. *’

Area stakeholders could spearhead an effort to develop creative marketing strategies
utilizing their network of business owners. Stakeholders could attempt to expand the
“footprint” of the Gloucester tourism market through outreach efforts by using
familiarization tours. Additionally, the area could explore programs to encourage local
residents to buy local goods and services. Some examples include group discounts,
marketing events, or forming a network of referrals to neighboring business owners.

The area could also further market its non-coastal natural assets. For example, the area
could further capitalize on its opportunities for canoeing and camping to attract visitors
interested in ecotourism and cultural/arts based tourism. Ecotourism is one of the fastest
growing outlets for the millennial generation, while baby boomers are enjoying “back to
basics” vacations focusing on nature, history, arts, and literature.

Some ideas could include the following events:

e Reach out to regional universities, local art centers, local second
homeowners, etc, to create Chautauqua type events at locations
throughout the area.’®

Yhttp://www.vancouversun.com/travel/great+winter+vacation+North+Dakota+sans+palm+trees/4185807/

story.html
' http://www.ciweb.org/
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e Partner with local business owners to create multi stop “vocation
vacations” trips where people could be part of the fishing fleet, be an artist,
etc. These trips could focus on the East Coast crowd who would like to do
a different job for just a day or two.™

e Create EcoTours where people could help “rebuild” shoreline, create trails,
etc., that could have a long-term positive effect on the area. Local
businesses could sponsor these groups by giving them room and board in
exchange for helping the community. This could be an excellent way to
increase shoulder season activity. 2°

e Move events and festivals to shoulder season months.

e Develop a “Gloucester VIP” Card - A VIP card offering discounts to travelers
could help encourage them to spend extra time and dollars in Gloucester.

ii. Market Research

Gloucester’s tourism industry relies primarily on visitors who drive to the area from
adjacent states. The Gloucester Tourism Commission could evaluate how tourism
marketing dollars are being spent, and could perform a market research study to
determine how and where to best focus marketing efforts to attract a more diverse visitor
base. Additional research could be conducted regionally to determine the reach,
objective perception, and viability of the existing “brand”, and to identify opportunities to
expand the area’s recognition with visitors.

The City of Gloucester, the harbor area, and the surrounding parts of Cape Ann have
distinct brand identities tied directly to their individual mixes of industries and tourism
profiles. However, all of the communities share a common brand linked to the ocean and
interdependence on industries and public perception of quality of life throughout the
region. These underlying themes are recognized in much of the economic development
and tourism marketing traditionally done in each of these communities.

iii. Consistent and Active Communication

Small but consistent efforts can go a long way in keeping leadership informed and up to
speed on efforts that impact their purview. For example, the County commissioner and all
local mayors and chamber executive directors could meet regularly with local university
and technical college presidents to discuss economic development priorities. This is a
chance for civic leaders to talk to each other, build alliances, dispel myths, and identify
emerging opportunities. Additionally, the Mayor and City Council could hold a quarterly
breakfast or luncheon meeting to engage local and regional business leaders in discussion
about business opportunities and challenges. The City Council and Mayor could partner

' http://vocationvacations.com/store/dream job vacations store.php
% http://www.ecovolunteer.org/
http://www.greenyour.com/transportation/travel/vacation/tips/take-an-eco-volunteer-vacation
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with the local chamber and other regional partners to set up this meeting, which could be
held in a neutral location.

Economic development leadership could further engage local political leadership in
strategic business retention and expansion activities. Economic development leaders
could provide the Mayors with a list of top companies to personally call on or meet with
on a regular basis. This includes both existing companies as well as prospective ones.
Critical firms, high growth or high risk firms could be red-flagged for priority. In addition,
the Mayor and City Council members could regularly send letters out to invite targeted
businesses to attend City briefings and participate in face-to-face meetings with economic
development staff.
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6. Appendix

a. Site Visit Agenda

Site Visit Agenda
City of Gloucester, MA

May 2-4, 2011
Day 1 - Monday, May 2nd
8:30-9:30 a.m. State of the City
Purpose: Give context of City Finance, Infrastructure, and Capacity

Attendees: CFO, COO, DPW Director, CD Director, Planning
Director, Grants Administrator, Police Chief, Fire Chief, School
Superintendent.

9:30-9:45 Break
9:45-11:45 Economic Development Overview

Purpose: Review expectations for site visit; discuss region’s
economic development strategy and business efforts

12:00-1:30 Working Lunch — Local Officials
Purpose: Discuss economic growth priorities and challenges
1:45-3:15 p.m. Industry — city-wide

Purpose: Discuss business development environment. programs,
finance, opportunities and challenges

3:15-4:15p.m. Break

4:15-6:00 p.m. Tour on CATA Trolley

Day 2 — Tuesday, May 3rd
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8:30-10:00 a.m. Fishing Industry

Purpose: Discuss challenges and strategies for sustaining the fishing
industry and related services primarily dependent on the fishery.

10:00 a.m. Break
10:15-11:45 a.m. Maritime Industry

Purpose: Discuss opportunities in research, education and the
maritime industry sector

12:00 - 1:30 p.m. Lunch — Current State Partnerships

Purpose: Discuss state and regional economic development
programs and business recovery initiatives

1:45 - 3:15 p.m. Visitor-based Industry/Arts & Culture

Purpose: Discuss challenges and opportunities
3:30-4:30 p.m. Workforce Development

Purpose: Work force development discussion
Day 3 — Wednesday, May 4th

9:00 -10:30 a.m. Final wrap meeting with the Mayor
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b. Narrative from the 2005-2009 American Community Survey 5-Year Estimates

Population and Housing Narrative Profile: 2005-2009
Data Set: 2005-2009 American Community Survey 5-Year Estimates
Survey: American Community Survey

HOUSEHOLDS AND FAMILIES: In 2005-2009 there were 13,000 households in Gloucester
city. The average household size was 2.4 people.

Families made up 63 percent of the households in Gloucester city. This figure includes
both married-couple families (51 percent) and other families (11 percent). Nonfamily
households made up 37 percent of all households in Gloucester city. Most of the
nonfamily households were people living alone, but some were composed of people living
in households in which no one was related to the householder.

NATIVITY AND LANGUAGE: Six percent of the people living in Gloucester city in 2005-2009
were foreign born. Ninety-four percent was native, including 74 percent who were born in
Massachusetts.

Among people at least five years old living in Gloucester city in 2005-2009, 10 percent
spoke a language other than English at home. Of those speaking a language other than
English at home, 21 percent spoke Spanish and 79 percent spoke some other language; 36
percent reported that they did not speak English "very well."

GEOGRAPHIC MOBILITY: In 2005-2009, 92 percent of the people at least one year old
living in Gloucester city were living in the same residence one year earlier; 5 percent had
moved during the past year from another residence in the same county, 1 percent from
another county in the same state, 2 percent from another state, and less than 0.5 percent
from abroad.

EDUCATION: In 2005-2009, 91 percent of people 25 years and over had at least graduated
from high school and 35 percent had a bachelor's degree or higher. Nine percent were
dropouts; they were not enrolled in school and had not graduated from high school.

The total school enroliment in Gloucester city was 7,100 in 2005-2009. Nursery school and
kindergarten enrollment was 950 and elementary or high school enrollment was 4,500
children. College or graduate school enrollment was 1,600.

DISABILITY: In Gloucester city, among people at least five years old in 2005-2009, percent
reported a disability. The likelihood of having a disability varied by age - from percent of
people 5 to 15 years old, to percent of people 16 to 64 years old, and to percent of those
65 and older.
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INDUSTRIES: In 2005-2009, for the employed population 16 years and older, the leading
industries in Gloucester city were Educational services, and health care, and social
assistance, 23 percent, and Manufacturing, 12 percent.

OCCUPATIONS AND TYPE OF EMPLOYER: Among the most common occupations were:
Management, professional, and related occupations, 38 percent; Sales and office
occupations, 24 percent; Service occupations, 18 percent; Production, transportation, and
material moving occupations, 11 percent; and Construction, extraction, maintenance, and
repair occupations, 8 percent. Seventy-seven percent of the people employed were
Private wage and salary workers; 11 percent was Federal, state, or local government
workers; and 12 percent was Self-employed in own not incorporated business workers.

TRAVEL TO WORK: Seventy-five percent of Gloucester city workers drove to work alone in
2005-2009, 9 percent carpooled, 4 percent took public transportation, and 6 percent used
other means. The remaining 6 percent worked at home. Among those who commuted to
work, it took them on average 22.8 minutes to get to work.

INCOME: The median income of households in Gloucester city was $63,158. Seventy-nine
percent of the households received earnings and 17 percent received retirement income
other than Social Security. Thirty percent of the households received Social Security. The
average income from Social Security was $15,992. These income sources are not mutually
exclusive; that is, some households received income from more than one source.

POVERTY AND PARTICIPATION IN GOVERNMENT PROGRAMS: In 2005-2009, 7 percent of
people were in poverty. Eleven percent of related children under 18 were below the
poverty level, compared with 7 percent of people 65 years old and over. Five percent of
all families and 25 percent of families with a female householder and no husband present
had incomes below the poverty level.

POPULATION OF Gloucester city: In 2005-2009, Gloucester city had a total population of
30,000 - 16,000 (53 percent) females and 14,000 (47 percent) males. The median age was
45.6 years. Twenty percent of the population was under 18 years and 17 percent was 65
years and older.

For people reporting one race alone, 97 percent was White; 1 percent was Black or
African American; less than 0.5 percent was American Indian and Alaska Native; 1 percent
was Asian; less than 0.5 percent was Native Hawaiian and Other Pacific Islander, and 1
percent was Some other race. One percent reported Two or more races. One percent of
the people in Gloucester city was Hispanic. Ninety-six percent of the people in Gloucester
city was White non-Hispanic. People of Hispanic origin may be of any race.

HOUSING CHARACTERISTICS: In 2005-2009, Gloucester city had a total of 15,000 housing
units, 13 percent of which were vacant. Of the total housing units, 59 percent was in
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single-unit structures, 41 percent was in multi-unit structures, and less than 0.5 percent
was mobile homes. Nine percent of the housing units were built since 1990.

OCCUPIED HOUSING UNIT CHARACTERISTICS: In 2005-2009, Gloucester city had 13,000
occupied housing units - 8,600 (67 percent) owner occupied and 4,200 (33 percent) renter
occupied. Three percent of the households did not have telephone service and 9 percent
of the households did not have access to a car, truck, or van for private use. Multi Vehicle
households were not rare. Forty percent had two vehicles and another 15 percent had
three or more.

HOUSING COSTS: The median monthly housing costs for mortgaged owners was $2,025,
nonmortgaged owners $709, and renters $958. Forty-six percent of owners with
mortgages, 24 percent of owners without mortgages, and 46 percent of renters in

Gloucester city spent 30 percent or more of household income on housing.

c. Inventory of Economic Recovery Programs
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